
Suite 210
91918th St., I.W.
Washington, )C 200061
(202)466-653

)irect

lonorable Sidney L. Strickland
ecretary
Interstate Commerce Commission
Washington, DC 20423

Dear

Taylor, Morell & Gitomer
May 21, 1993

i/FAX (202) 466-6528

Suite 230
310 Golden Shore

Long Beach, CA 90802
(310)436-2519/FAX (310)436-5393

Dial: (202)466-

INTERSTATE COMMERCE COMMISSION

Secretary Strickland:

I have enclosed the original and four certified copies of
bwo documents described below, to be recorded pursuant to 49
J.S.C. § 11303.

The first document is a Security Agreement, a secondary
iocument, made May 20, 1993, and the second document is an
Assignment of Lease, a secondary document, dated May 20, 1993.
The primary document to which these are connected is recorded
anderj Recordation No. 17977. We request that these documents be
recorded under Recordation Nos. 17977-̂ F' and 17977-;£.

The names and addresses of the parties to the Securit|j
Agreement are as follows: "*

Debtors:

=4
Oys

American Finance Group
Exchange Place
Boston, MA 02109

73

SK.
O

U.S. Trust Company of California, N.A., as Owner Trustee
555 Flower Street
Los Angeles, CA 90071

Lender:
I
National Westminster Bank USA
175 Water Street
New York, NY 10038

The names and addresses of the parties to the Assignment of
(ease are as follows:



lonorable Sidney L. Strickland, Jr.
4ay 2$, 1993
?age 2

Assignor:

U.S. Trust Company of California, N.A., as Owner Trustee
555 Flower Street
Los Angeles, CA 90071

Assignee:

National Westminster Bank USA
175 Water Street
New York, NY 10038

A. description of the equipment covered by the documents
:onsilsts of eight SD45-2 diesel electric locomotives numbered SP
7486, 9243, 9282, 9330, 9333, 9375, 9391, and 9402.

A fee of $32.00 is enclosed. Please return the originals
and t'hree of the certified copies to:

Louis E. Gitomer
Taylor, More11 & Gitomer
Suite 210
919 18th Street, N.W.
Washington, DC 20006

A short summary of the documents to appear in the index
follows: (1) a Security Agreement, made May 20, 1993 among
American Finance Group, Exchange Place, Boston, MA 02109,
U.S. Trust Company of California, N.A., as Owner Trustee, 555
Flower Street, Los Angeles, CA 90071, and National Westminster
Bank USA, 175 Water Street, New York, NY 10038; and (2) an
Assignment of Lease made May 20, 1993; by U.S. Trust Company of
California, N.A., as Owner Trustee, 555 Flower Street, Los
Angelies, CA 90071, in favor of National Westminster Bank USA, 175
Water Street, New York, NY 10038; both documents covering eight
SD45-2 diesel electric locomotives numbered SP 7486, 9243, 9282,
9330, 9333, 9375, 9391, and 9402.

Ve Yours,

E. Gitomer
Counsel for
National Westminster Bank USA
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SECURITY AGREEMENT INTERSTATE COMMERCE COMMISSION

AGREEMENT, made as of this 20th day of May, 1993, by and
AMERICAN FINANCE GROUP, a Massachusetts general partnership,
an office at Exchange Place, Boston, Massachusetts 02109

"AFG"), U.S. TRUST COMPANY OF CALIFORNIA, N.A., a national banking
ssociation ("U.S. Trust"), with an office at 555 South Flower
Street, Los Angeles, California 90071 (the "Trustee"), in its
.ndividual capacity only as expressly stated herein and otherwise
solely as Owner Trustee under the Trust Agreement, (the "Trust
Agreement") dated as of March 31, 1993 among AFG and AFG INVESTMENT
?RUSTJ C, a Delaware business trust ("AFGITC"), as Owner
articipants (collectively, the "Owner Participants;"), and U.S.
?rust; as Owner Trustee (in such capacity, the "Owner Trustee"; AFG
ind the Owner Trustee being hereinafter referred to collectively
is the "Debtors" and sometimes each, individually, as a "Debtor"),
ind NATIONAL WESTMINSTER BANK USA, a national banking' association,
/ith an office at 175 Water Street, New York, New York 10038 (the
Bankj1) .

i

W I T N E S S E T H :

WHEREAS, AFG has entered into a certain Loan Agreement dated
s of! July 31, 1992 (hereinafter, as it may from time to time be
.mended or supplemented, referred to as the "Loan Agreement") with
:he Bank pursuant to which the Bank has agreed to lend to AFG a sum
lot in excess of Fifteen Million ($15,000,000) Dollars, upon and
ubject to the terms and conditions of the Loan Agreement; and

WHEREAS, on April 20, 1993 the Bank made a Loan to AFG under
:he Loan Agreement in the original principal amount of $5,200,000
the ','Prior Railcar Loan") , the proceeds of which were contributed
o the Owner Trustee to enable the Owner Trustee to acquire
hirteen (13) Rebuilt Diesel Electric Locomotives (the "Prior
.ailcars"), which Locomotives were then leased by the Owner Trustee
o Southern Pacific Transportation Company (the "Less.ee") pursuant
o tjie Equipment Lease (as hereinafter defined) and Lease
upplements A-2, A-3 and A-4 dated March 31, 1993 (the "Prior Lease
upplements") to the Equipment Lease; and

WHEREAS, AFG has requested that the Bank make a Loan to it
nder the Loan Agreement in the amount of $3,200,000 (the "Railcar

, the proceeds of which are being contributed to the Owner
rustee to enable the Owner Trustee to acquire additional Rebuilt
iesel Electric Locomotives which are described on Schedule A
ereto (the "Equipment") and to lease the same to the Lessee
ursuant to the Equipment Lease and Lease Supplements No. A-5 and
-6 dated May 19, 1993 to the Equipment Lease; and

WHEREAS, in consideration of the Prior Railcar Loan to AFG and
he contribution of the proceeds thereof to the Owner Trustee, the
wner Trustee executed and delivered a Guaranty (the "Prior



Guaranty") pursuant to which the Owner Trustee guaranteed payment
and jperformance of the Prior Railcar Loan and the other
Obiigations; and

WHEREAS, in consideration of the Railcar Loan to AFG and the
contribution of the proceeds thereof to the Owner Trustee,
concurrently herewith the Owner Trustee is entering into a certain
Guarahty of even date herewith (the "Guaranty") purssuant to which
the Owner Trustee has guaranteed payment and performance of the
Railcar Loan and the other Obligations, including the Prior Railcar
oan; and

WHEREAS, it is a condition precedent to the obligation of the
Bank to make the Railcar Loan that the Debtors shall execute and
deliver this Security Agreement;

NOW, THEREFORE, in consideration of the premises and in order
to in|duce the Bank to make the Railcar Loan pursuant to the Loan
Agreement, it is hereby agreed as follows:

1. Definitions

The terms equipment, fixtures, inventory, accounts,
chattel paper, instruments, documents, general intangibles and
sroceieds shall have the respective meanings ascribed thereto in the
Jniform Commercial Code as in effect in the State of New York.

2. Security Interest.

j To secure the due payment and performance of all of the
indebtedness, liabilities and obligations of the Debtors, and each

them, arising in connection with the Railcar Loan, and all other
Indebtedness, liabilities and obligations otherwise arising under
bhe Loan Agreement, including, without limitation, all
.ndebjtedness, liabilities and obligations arising under this
Security Agreement, the Guaranty and any other agreements and
Instruments being executed and delivered in connection herewith or
therewith and under or in connection with the Prior Railcar Loan
and tihe Security Agreement, Guaranty and other agreements and
Instruments executed and delivered in connection therewith
| collectively, the "Obligations") , (a) the Owner Trustee hereby
issighs, mortgages, pledges, hypothecates, transfers and sets over
:o the Bank all of its right, title and interest in, to and under,
md grants a first lien upon and security interest in: (i) Lease
Supplements No. A-5 and A-6 (the "Lease Supplements") effective as
)f Maiy 19, 1993 to that certain Equipment Lease (the "Equipment
êase") dated as of March 31, 1993 by and between the Owner Trustee
md Southern Pacific Transportation Company, as Lessee, including,
without limitation, all Appendices thereto, all rights under the
Equipment Lease to the extent, and only to the extent, related to
:he Lease Supplements (and the Prior Lease Supplements) and all of



:s rights to the receipt of rentals and all other amounts payable
lereunder, of every kind and description, all guaranties,
irranties and indemnities in respect thereof, and all of its
xrounts, contract rights, general intangibles and chattel paper
rising thereunder, (ii) all equipment and inventory (the
equipment") listed on Schedule A hereto, including all accessions,
Jditipns and parts thereto, all warranties and rights against

m inufacturers and suppliers in connection therewith, eill insurance
lereon and all insurance proceeds payable in connection thereon
id (iii) all proceeds and products of the foregoing (the items in

pirts (i) , (ii) and (iii) being collectively referred to as the
teilcar Collateral"); and (b) AFG hereby assigns, mortgages,
.edges, hypothecates, transfers and sets over to the Bank all of
:s right, title and interest in, to and under, and grants a first
Len upon and security interest in all of AFG's right, title and
iterest in, to and under the Trust Agreement and the trust created
lereunder (the "Trust"), together with all estates and interests
lereih and thereto, and all rights, powers and privileges
lereunder or in respect thereof, any and all payments thereunder
r in respect thereof to which AFG may become entitled and all
roceeds and products of the foregoing (collectively, the "Trust

Collateral"); (all of the items described in this paragraph being
hereinafter collectively referred to as the "Collateral").

3. Debtors' Title; Liens.

(a) U.S. Trust represents and warrants, in its
individual capacity and as Owner Trustee, that it is the sole owner
f title to the Equipment to the extent conveyed thereto by General

Motors| Corporation (Electro-Motive Division) , free and clear of any
.ens, claims or encumbrances (the "Liens") which result from
laims against U.S. Trust in its individual capacity, and U.S.
Trust has not by affirmative act, either in its individual capacity
r as Owner Trustee, conveyed any interest in the Railcar
Collateral to any Person or subjected the Railcar Collateral to any
.en except pursuant to the Security Documents. U.S. Trust shall,
t its expense, promptly take such action as may be necessary to
duly discharge any Liens on the Railcar Collateral which result
rom claims against the Owner Trustee in its individual capacity
r whibh arise from actions of the Owner Trustee other than actions
aken in accordance with instructions from the Owner Participants
pjursuant to the Trust Agreement. Without limiting the foregoing,
aere is no financing statement or other filed or recorded
nstrument signed by the Owner Trustee on file in any public office
Covering any of the Collateral, except for the financing statements
r other instruments filed or to be filed in favor of the Bank
ursuant to the Security Documents.

(b) The Owner Trustee represents and warrants that it is
sole owner of the Railcar Collateral and AFG represents and

arrarits that it is the sole owner of the Trust Collateral, in each
ase with good and marketable title thereto, free from any and all



lens, except for the Lien under the Security Documents and, except
ith respect to the Trust Collateral, the Liens described in
ection 7.2(e) of the Loan Agreement.

(c) The Debtors will not create and AFG shall not assume
r permit to exist any Lien on or against the Collateral except as
reated by this Security Agreement, AFG shall promptly notify the
ank of any such other Lien made or asserted against the Collateral
nd AFG shall defend the Collateral against, and promptly take all
uch action as may be necessary to remove, any such Lien. AFG shall
ause the Liens granted to the Bank pursuant to this Security
greement to at all times be first priority duly perfected Liens,
ubject to no other Liens except, with respect to Collateral other
han t:he Trust Collateral, those permitted under Section 7.2(e) of
he Loan Agreement. The Debtors represent and warrant that no
ction, including any filing or recording of any document, is
ecessary in order to afford protection to the Bank under
pplicable law in connection with the creation or enforcement of
ts security interest hereunder or to perfect the Bank's security
nterest granted hereunder as a duly perfected first priority
ecurity interest in the Collateral and the proceeds thereof, other
han, with respect to the Trust Collateral, the filing of Uniform
ommercial Code ("UCC") financing statements with the Secretary of
tate of Massachusetts and the City Clerk of Boston, and, with
espect to the Railcar Collateral, other than the Equipment, the
iling of UCC financing statements with the Secretary of State of
alifornia and New York, and, with respect to the Railcar
ollateral, the filing of the Security Agreement and the Assignment
f Lease of even date herewith by the Owner Trustee in favor of the
ank !(the "Lease Assignment") with the United States Interstate
ommerce Commission (the "ICC").

4. Representations and Warranties with respect to Trust
and Trust Collateral.

AFG hereby represents and warrants as follows:

(a) Annexed hereto as Exhibit A is a true and
omplete copy of the Trust Agreement. The Trust Agreement is in
ull force and effect and has not been amended, modified or
upplemented in any manner;

(b) AFG's right, title and interesst in, to and
nder the Trust and Trust Collateral constitutes not less than 65%
f the beneficial interest in such Trust, the remaining beneficial
nterest is held by AFGITC and the Trust is a duly formed and
alidly existing trust;

(c) Neither AFG nor AFGITC nor anyone acting on
ehalf of either of them has directly or indirectly offered an
nterest in the Trust Collateral for sale to, or solicited any
fferj to acquire the same from, any person; and



(d) Each of AFGITC and AFG has performed all its
ovenants and agreements under the Trust Agreement and is not in
efault thereunder.

5. Names of the Debtors.

AFG represents and warrants that, other than the names
AFG Leasing and "AFG11, it utilizes no trade names in the conduct
f itjs business. U.S. Trust represents and warrants that it
tilizes no trade names in the conduct of its business as Owner
rustee under the Trust Agreement.

6. Location of Collateral and Records.

(a) Each of U.S. Trust, in its individual capacity, and
FG represents and warrants that it has and during the last four
onths has had no principal place of business or offices where such
ebtor's books of account and records are kept regarding the
ollaieral except at the respective addresses to which notices to
uch ientities (including copies thereof (other than copies to
ounsel)) are required to be sent in accordance with Section 14
ereof.

(b) AFG shall at all times maintain its records as to
he Collateral and its principal place of business at the address
or it referred to on Schedule B and at none other. The Debtors
gree that the Equipment may not be leased except pursuant to the
quipment Lease and Lease Supplements and to the Lessee, nor shall
he Debtors permit the Lessee to locate or use any items of
quipment outside of the geographical area consisting of the
ontiguous forty-eight states of the United States and the District
f Columbia provided. however. that the Debtors shall be permitted
o use the Equipment in Canada and Mexico for not more than ninety
ays in any twelve-month period so long as the Equipment located
n Mexico shall not at any time exceed 15% of the aggregate
ppraised value thereof. AFG represents and warrants that a
orrect and complete copy of the Equipment Lease as in effect on
he date hereof has been delivered to the Bank, and that the
quipment Lease has not been modified or amended and, except for
ease;Supplements Nos. 1 through 6, has not been supplemented in
ny respect whatsoever.

7. Further Assurances.

Each of the Debtors agrees to join with the Bank in
xecuting one or more financing statements or cause to be executed
nd delivered to the Bank one or more financing statements pursuant
o the Uniform Commercial Code or other notices appropriate under
pplicable law in form reasonably satisfactory to the Bank, and
FG shall pay all filing or recording costs with respect thereto,
nd all costs of filing or recording this Security Agreement or any



dther instrument, agreement or document executed and delivered
pursuant hereto or to the Loan Agreement (including the cost of all
Federal, state or local mortgage, documentary, stamp or other
taxes), in each case, in all public offices where filing or
recording is deemed by the Bank to be necessary or desirable. Each
lebtor hereby authorizes the Bank to take all action at the expense
cf AFG (including, without limitation, the filing of any Uniform
C onunercial Code Financing Statements or amendments thereto without
t he signature of such Debtor) which the Bank may deem necessary or
cesirable to perfect or otherwise protect the liens and security
jnterests created hereunder and to obtain the benefits of this
Security Agreement. Without limiting the generality of the
oregping, the Debtors shall, at the expense of AFG, take and cause
o be taken all such actions as the Bank may reasonably request and
n order to perfect and continue the perfection of the liens and
ecurity interests granted to the Bank in the Collateral,
ncluding, without limitation, the filing of the Equipment Lease,
ase Supplements, this Security Agreement and the Lease Assignment
ith the ICC, and the Bank shall have the right at any time at the
xpense of AFG to cause the perfection of the security interests
ranted to the Bank in the Collateral by whatever means deemed by
he Bank to be necessary, and the Debtors shall cooperate fully
ith the Bank in connection therewith.

8. General Covenants.

(a) AFG covenants and agrees that it shall:

(i) furnish the Bank from time to time at the Bank's
request written statements and schedules further identifying and
lescribing the Collateral in such detail as the Bank may reasonably
require; and

(ii) advise the Bank promptly, in sufficient de-
:ail, of any substantial adverse change in the Collateral, and of
:he occurrence of any event which would have a material adverse
affect on the value of the Collateral or on the Bank's security
Interest therein.

(b) Each of AFG, as to the Trust Collateral, and the
bwner Trustee, as to the Railcar Collateral, covenants and agrees
jthat it shall:

(i) at all times use and, with respect to the
lailcar Collateral, cause the Lessee to use the Collateral for
Lawful purposes only, with all reasonable care and caution pursuant
to the terms of the Lease;

(ii) perform and observe with reispect to the
:ollateral all covenants, restrictions and conditions contained in
:he Loan Agreement providing for payment of taxes, maintenance of
Insurance and otherwise applicable to Financed Equipment and



Bprrowing Limit Leases, as though such covenants, restrictions and
onditjions were fully set forth in this Security Agreement;

i (iii) with respect to the Railcar Collateral, cause
Jhe Lessee to maintain and repair the Equipment as required by the
qerms of the Equipment Lease, and duly perform all of its
ligations under the Equipment Lease and do, or cause to be done,

ajll th'ings necessary in order to keep each the Equipment Lease in
fjull fjorce and effect;

(iv) comply or (with respect to the Railcar
ollatjeral) cause the Lessee to comply, with all acts, rules,
egulations and orders of any legislative, administrative or
udicial body or official applicable to the Collateral or any part
hereof or to the operation of Debtors' businesses.

(c) Each of U.S. Trust, in its individual capacity and
s Owner Trustee, and AFG agrees that it shall perform its
espective obligations under the Trust Agreement and shall not
mend, supplement or modify the same in any manner without the
p]rior written consent of the Bank. AFG agrees that it shall
nstruct and require the Owner Trustee to act strictly in
Accordance with, and not in contravention of, the provisions of
tlhis Security Agreement and the other Security Documents and its
bligations hereunder and shall cause AFGITC (or any successor
>wner Participant) to so instruct and require the Owner Trustee to

act. U.S. Trust, in its individual capacity and as Owner
'frustee, agrees that it shall act strictly in accordance with the
oint | instructions of the Owner Participants under the Trust
greement.

(d) Each of the Debtors hereby agrees that it shall not,
ithout the prior written consent of the Bank:

(i) amend, modify or supplement the Equipment Lease
other than amendments or modifications to reduce the amount of
ent payable under the Equipment Lease as a result of loss, damage
br destruction of any item of Equipment, subject, however, to
Payment to the Bank of amounts required under Section 2.7 of the

Agreement) or grant any indulgence or exercise any option
permitted to be exercised thereunder or waive, settle or compromise
my claim against the Lessee arising thereunder or substitute any
Equipment subject thereto, or consent or agree to any of the
foregoing;

(ii) cancel or permit the cancellation of the
quipment Lease (to the extent related to the Lease Supplements)
r deliver or permit the delivery of any notice of termination
•j:hereunder, or consent or agree to any of the foregoing, except
:ancellation or termination of any such Equipment Lease in the
svent that the Equipment shall be totally destroyed or
substantially damaged, but only if the Bank shall have received all



prepayments on the Railcar Loan as required by Section 2.7 hereof
o|f the Loan Agreement; or

(iii) sell, assign or otherwise dispose of any of
ts interest in the Collateral, or any part thereof, except if no
efault or Event of Default shall exist under the Loan Agreement
nd (i) if such sale or other disposition is to a purchaser other
lan a1 Fund (as defined in the Loan Agreement) , simultaneously with
he consummation of such AFG shall repay the Railcar Loan,
ncluding all interest accrued thereon, in full and (ii) if such
ale is to a Fund (and the Railcar Loan and interest thereon is not
aid in full simultaneously therewith) , AFG shall htive given the
ank at least two Business Days' notice of such transfer and AFG,
he Fund and the Owner Trustee shall have complied with the
Requirements of Section 7.ll(c)(ii) of the Loan Agreement.

9. Assignment of Insurance.

(a) The Owner Trustee shall require the Lessee to
aintain insurance in scope and amount on the Railcar Collateral
s required by the terms of the Equipment Lease. Each of the
ebtors shall pay over to the Bank all sums it receives, whether
irectly or indirectly, from the Lessee which may have become
ayable under or in respect of any policy of insurance owned by the
ssee.

i
(b) The Owner Trustee shall, within thirty (30) days of

•:he request of the Bank, deliver to the Bank certificates of the
.ssuing companies with respect to, and endorsements of any and all
policies of insurance owned by, the Lessee covering or in any
nanner relating to, the Collateral, in form and substance
satisfactory to the Bank, naming the Bank as loss payee and an
idditional insured as its interest may appear, indicating that the
>olicy will not be terminated, or reduced in coverage or amount,
/ithout at least thirty (30) days' prior written notice from the
.nsurer to the Bank. All sums received by the Bank under any such
Insurance policies shall be applied by the Bank to the Obligations
r, to the extent that such sums represent unearned premiums in
espect of any policy of insurance on the Collateral refunded by
eason of cancellation, toward payment for similar insurance
rotecting the respective interests of the Debtors and the Bank,
r as! otherwise required by applicable law and to the extent not
so applied shall be paid over to AFG.

i
10. Collections.

i In the event of the occurrence of any Event of Default
or if the Bank exercises the rights granted to it under Section
2.13 of the Loan Agreement, each of AFG and U.S. Trust, in its
individual capacity and as Owner Trustee, at the request of the
ank, shall immediately cause all checks, drafts, payments under
.he Equipment Lease (to the extent related to the Lease Supplements
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or the Equipment), cash or other remittances in payment of any of
ts accounts, contract rights or general intangibles constituting
art of the Collateral, to be delivered directly to the Bank, such
terns |to be delivered to the Bank in the same form received,
ejndorsed or otherwise assigned by the Debtor delivering the same
tiere [necessary to permit collection of items and, regardless of
he fqrm of such endorsement, each of AFG and U.S. Trust, in its
ndividual capacity and as Owner Trustee, hereby waives
presentment, demand, notice of dishonor, protest, notice of protest
nd alii other notices with respect thereto. AFG shall deliver a
emittlance report in form supplied or approved by the Bank with
ach such remittance and all such remittances shall be applied and
redited by the Bank first to the Obligations then due and then
applied to Obligations to become due, or as otherwise required by
applicable law, and to the extent not so credited or applied, shall
e paid over to AFG.

11. Rights and Remedies on Default.

(a) In the event of the occurrence of any Event of
efauit, the Bank shall at any time thereafter have the right,
tself or through any of its agents, without notice to the Debtors,
xcept as hereinafter provided, as to any or all of the Collateral,
lit subject, to the extent applicable, to the Lessee's right of
ietjenjoyment, by any available judicial procedure, or without

udicial process, to take possession of the Collateral and without
iability for trespass to enter any premises where the Collateral
iay be located for the purpose of taking possession of or removing
he Collateral, and, generally, to exercise any arid all rights
fforded to a secured party under the Uniform Commercial Code or
ther: applicable law. Without limiting the generality of the
oregoing, each Debtor agrees that the Bank shall have the right

1:0 sell, lease, or otherwise dispose of all or any part of the
Collateral, whether in its then condition or after further
](reparation or processing, either at public or private sale or at
any broker's board, in lots or in bulk, for cash or for credit,
\rith or without warranties or representations, and upon such terms
and conditions, all as the Bank in its sole discretion may deem
advisable, and it shall have the right to purchase at any such
sale; and, if any Collateral shall require rebuilding, repairing,
maintenance, preparation, or is in process or other unfinished
statei the Bank shall have the right, at its option, to do such
rebuilding, repairing, preparation, processing or completion of
iianufeicturing, for the purpose of putting the Collateral in such
.aleable or disposable form as it shall deem appropriate. Each
)ebtor hereby agrees that a notice sent at least five (5) days
>efore the time of any intended public sale or of the time after
rtiich any private sale or other disposition of the Collateral is
:o be made, shall be reasonable notice of such sale or other
lisposition. At the Bank's request, the Debtors shall assemble the
:ollateral and make it available to the Bank at such reasonable
)laces as the Bank shall select. The proceeds of any such sale,



»ase or other disposition of the Collateral shall be applied
Lrst, to the expenses of retaking, holding, storing, processing
id preparing for sale, selling, lease, leasing and the like, and
the reasonable attorneys' fees and legal expenses incurred by

tie Bank, and then to the Obligations, and to the payment of any
:her jamounts required by applicable law, after which the Bank
hall account to the Debtors for any surplus proceeds. If, upon

sale, lease or other disposition of the Collateral, the
roceeds thereof are insufficient to pay all amounts to which the

Bank is legally entitled, the Debtors shall be jointly and
everally liable for the deficiency, together with interest
lereon, at the rate prescribed in the Loan Agreement, and the

reasonable fees of any attorneys employed by the Bank to collect
such deficiency; provided, however, that the foregoing shall not
be deemed to require the Bank to resort to or initiate proceedings
against the Collateral prior to the collection of any such
eficiency from the Debtors. To the extent permitted tay applicable
aw, each Debtor waives all claims, damages and demands against the
ank arising out of the repossession, removal, retention or sale
r lease of the Collateral.

(b) Notwithstanding anything in this Security Agreement
o the| contrary, the Bank shall have no recourse to any Collateral
wned by a Fund or to any Collateral owned by the Owner Trustee to
the extent that such Collateral or Trust Collateral shall secure
Obligations of a Fund, except to the extent that a Transferee Event
f Default, as defined in the Transferee Agreement executed by such
und, |shall have occurred or exist under such Transfer.ee Agreement.

12. Costs and Expenses.

Any and all fees, costs and expenses, of whatever kind
r nature, including the reasonable attorneys' fees and legal
xpenses incurred by the Bank in connection with the preparation
f this Security Agreement and all other documents relating hereto
nd the consummation of the transactions contemplated by the Loan
greement, the filing or recording of financing statements, this
ecurity Agreement, Security Documents Supplements, the Lease
ssignment, and other documents (including all taxes in connection
herewith) in public offices, the payment or discharge of any
axes, insurance premiums, encumbrances or otherwise protecting,

ijtaintaining or preserving the Collateral, or the enforcing,
oreclosing, retaking, holding, storing, processing, selling
easing or otherwise realizing upon the Collateral and the Bank's
ecurity interest therein, whether through judicial proceedings or
therwise, or in defending or prosecuting any actions or
roceedings arising out of or related to the transaction to which
his Security Agreement relates, shall be borne and paid by AFG on
emand by the Bank and until so paid shall be added to the
Obligations and shall bear interest at the Post-Default Rate.

13. Power of Attorney.

10



I Each Debtor authorizes the Bank and does hereby make,
onstitute and appoint the Bank, and any officer, employee or agent
if the Bank, with full power of substitution, as such Debtor's true
nd l4wful attorney-in-fact, effective as of the date hereof, with
owerj in its own name or in the name of such Debtor, to endorse
ny notes, checks, drafts, money orders, or other instruments of
aymerit (including payments payable under or in respect of any
olicy of insurance) in respect of the Collateral that may come
nto possession of the Bank, including, without limitation, to sign
nd endorse any invoice, freight or express bill, bill of lading,
torage or warehouse receipts, drafts against debtors, assignments,
erifications and notices in connection with accounts, and other
ocuments relating to Collateral; to pay or discharge taxes, liens,
ecurity interests or other encumbrances at any time levied or
laced on or threatened against the Collateral; to demand, collect,
eceipt for, compromise, settle and sue for monies due in respect
f the Collateral; to notify the Lessee and persons obligated with
espect to the Collateral to make payments directly to the Bank
hen permitted to do so hereunder or under the Loan Agreement; and,
enerally, to do, at the Bank's option and at AFG's expense, at
ny time, or from time to time, all acts and things which the Bank
eems I necessary to protect, preserve and realize upon the Equipment
jease' and the other Collateral and the Bank's security interest
herein in order to effect the intent of this Security Agreement
nd of the Loan Agreement, all as fully and effectually as such
ebtor might or could do; and such Debtor hereby ratifies all that
aid âttorney shall lawfully do or cause to be done by virtue
ereof. This power of attorney shall be irrevocable for the term
f this Security Agreement and thereafter as long as any of the
bligations shall be outstanding.

14. Notices.

All notices, requests and other communications
ursuknt to this Security Agreement shall be in writing, and shall
e delivered personally, by registered or certified mail, postage
repaid, return receipt requested, or by facsimile, with electronic
onfirmation of receipt, addressed as follows:

(a) if to the Borrower:

American Finance Group
Exchange Place
Boston, Massachusetts 02109
Attention: Vice President-Finance
(and with a separate notice at the same
address to the attention of the General
Counsel)
Facsimile #:(617) 523-1410
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(b) if to the Bank:

National Westminster Bank USA
175 Water Street
New York, New York 10038
Attention: Leasing Department
Facsimile #: (212) 602-2180

with a copy to:

Rosenman & Colin
575 Madison Avenue
New York, New York 10022
Attention: Shephard W. Melzer, Esq.
Facsimile #: (212) 940-8574

(c) if to the Owner Trustee:

U.S. Trust Company of California, N.A.
555 South Flower Street
Los Angeles, California 90071
Attn: Corporate Trust Administration
Facsimile #: (213) 489-3371

With a copy to:

United States Trust Company of New York
114 West 47th Street
New York, New York 10021
Attn: Louis P. Young

Corporate Trust and Agency Division
Facsimile #: (212) 852-1625

ny notice, request or communication hereunder shall be deemed to
ave been duly given when received, if sent by personal delivery,
r five (5) Business Days after deposit with a United states Postal
epository, if sent by registered or certified mail, and when
ransmitted, if sent by facsimile, addressed as aforesaid. Any
otice by facsimile shall be confirmed by regular first class or
y registered or certified mail, sent to the address as provided

within one (1) Business Day of transmission of such
acsimile notice. Any party may change the person or address to
horn or which the notices are to be given hereunder, by notice duly
ivenjhereunder; provided, however, that any such notice shall be
eemed to have been given hereunder only when actually received by
he party to which it is addressed.
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15. Other Security.

The rights and remedies of the Bank granted hereunder and
nder j the other documents executed and delivered in connection
erewith are cumulative and are in addition to, and not in lieu of,
he r|ights and remedies granted to the Bank under any other
ocuments and agreements executed and delivered in connection with
inancings under the Loan Agreement. To the extent that the
bligations are now or hereafter secured by property other than the
ollateral, including, but not limited to, the Prior Railcars and
he Prior Lease Supplements, or by the guarantee, endorsement or
roperty of any other person, firm, corporation or other entity,
ncluding, but not limited to, the Prior Guaranty, then the Bank
hall have the right in its sole discretion to pursue, relinquish,
ubordinate, modify or take any other action with respect thereto,
ithout in any way limiting, modifying or otherwise affecting any
f the Bank's rights and remedies hereunder.

16. Miscellaneous.

(a) Beyond the safe custody thereof, the Bank shall have
o duty as to the collection of any Collateral in its possession
r control or in the possession or control of any agent or nominee
f the Bank, or any income thereon or as to the preservation of
ights against prior parties or any other rights pertaining
hereto.

(b) No course of dealing between either of the Debtors
nd tihe Bank, nor any failure to exercise, nor any delay in
xercising, on the part of the Bank with respect to any right,
ower or privilege hereunder or under the Loan Agreement shall
perate as a waiver thereof; nor shall any single or partial
xercise of any right, power or privilege hereunder or thereunder
reclude any other or further exercise thereof or the exercise of
ny other right, power or privilege. The remedies provided herein
re cumulative and not exclusive of any remedies provided by law.

(c) All of the Bank's rights and remedies with respect
o the Collateral, whether established hereby or by the Loan
grcement, or by any other agreements, instruments or documents or
y law shall be cumulative and may be exercised singly or
oncurrently.

(d) The provisions of this Security Agreement are
everable, and if any clause or provision shall be held invalid or
unenforceable in whole or in part in any jurisdiction, then such
nvalidity or unenforceability shall affect only such clause or
revision, or part thereof, in such jurisdiction and shall not in
ny manner affect such clause or provision in any other
urisdiction, or any other clause or provision of this Security
greeiment in any jurisdiction.
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(e) This Security Agreement may not be amended or
lodified, nor may any provision hereof be waived, except by a

signed by the parties.

(f) The benefits and burdens of this Security Agreement
hall i inure to the benefit of and be binding upon the respective
uccessors and assigns of the parties; provided, howerver, that the
ights and obligations of the Debtors under this Security Agreement
hall | not be assigned or delegated without the prior written
lonsent of the Bank, and any purported assignment or delegation
Ithout such consent shall be void.

(g) This Security Agreement shall be governed by, and
onstrued and enforced in accordance with, the laws of the State
f Nevr York.

(h) This Security Agreement, the Guaranty, the
.ssignment of Lease being executed and delivered by the Owner
'rustee concurrently herewith and the other documents being
xecuted and delivered in connection with the Railcar Loan shall
iach constitute a Loan Document and Security Document for purposes
f the Loan Agreement, and the Equipment shall constitute Financed
quipment and the Equipment Lease shall constitutes a Borrowing
imit Lease for purposes thereof.

17. Indemnity.

(a) Each Debtor jointly and severally covenants and
grees to indemnify and hold harmless the Bank, and its officers,
irectors, employees, agents, attorneys-in-fact and affiliates,
rom and against any and all claims, suits, losses, penalties,
emands, causes of action and judgments of any nature whatsoever
nd all liabilities and indebtedness of any and every kind and
ature now or hereafter owing, arising, due or payable, including
11 cjosts and expenses (including attorneys' fees and expenses)
all | of the foregoing being herein collectively called
Liabilities"), which may be imposed on, incurred by or asserted
gainst any of them in connection with (i) the ownership or use of
ny of the Collateral or the security interest of the Bank in the
ollateral, (ii) the failure on the part of either Debtor to comply
nd to cause the Lessee and users under the Equipment Lease to
omply in all respects with the laws of the United States of
America and other jurisdictions in which the Collateral or any part
hereof may be operated and with all lawful acts, rules,
egulfitions and orders of any commissions, boards or other legis-
ativ£, executive, administrative or judicial bodies or officers
aving power to regulate or supervise any of the Collateral, and
iii) the execution, delivery, consummation, waiver, consent,
mendment, enforcement, performance and administration of this
ecurity Agreement, the Loan Agreement, the Security Documents, the
ecurity Documents Supplements and the other Loan Documents, or the
se by the Debtors of the proceeds of each extension of credit
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under the Loan Agreement; provided, however. that the Debtors shall
ot have any obligation with respect to Liabilities arising solely
nd directly from the gross negligence or willful misconduct of the
ank.

(b) The Debtors agree, jointly and severally, to defend
nd pay all costs, expenses and judgments incurred by them or the
ank in any action brought against either or both of the Debtors
nder < the Equipment Lease or in any actions brought: by the Bank
ursuant to this Security Agreement whether under or pursuant to
he provision of the Equipment Lease or to enforce any provisions
the Equipment Lease.

I (c) The obligations of the Debtors under this Section
\~l shall survive the termination of this Security Agreement.

i 18. Limitation of Liability.

! It is expressly understood and agreed that, except for
e provisions of Sections 3, 5, 6(a), 7, 8(c) and 10, which shall
e binding upon U.S. Trust individually and in its capacity as
wner Trustee , all agreements, representations, warranties and
ndertakings of the Owner Trustee hereunder shall be binding upon
.S. Trust only in its capacity as Owner Trustee under the Trust

Agreement and U.S. Trust not be personally liable for or on account
of, nor shall the Bank have any recourse against U.S. Trust or its
assets with respect to, any statements, representations,
warranties, covenants or obligations stated to be those of the
owner Trustee hereunder except that U.S. Trust (or any successor
Owner Trustee) shall be personally liable for its gross negligence
or willful misconduct.

| 19. Termination and Release of Security Interest.

j The Bank hereby agrees that upon the payment in full of
:he Railcar Loan in accordance with the Loan Agreement, including
all interest accrued thereon and other amounts owed to the Bank in
connection therewith, and provided that there is no existing
default or Event of Default (or, with respect to release of
Jollateral owned by a Fund, there is no existing Default or Event
>f Default with respect to any Loan to such Fund], the Bank's
security interest under this Agreement shall be deemed terminated
ind released, and that, upon the written request of and at the
expense of AFG, the Bank shall, within a reasonable period of time,
: return to such Debtor the Lease Supplements and other original
.ease documentation in its possession relating to such Collateral
und shall execute and deliver to such Debtor, solely with respect
to such items of Collateral, such UCC amendments and other
releases, terminations or reassignments as shall be reasonably
requested by either of the Debtors to effectuate or confirm such
release of the Bank's security interest in such items of
:ol lateral.

I 15



20. Term of Agreement.

The term of this Security Agreement shall commence on the
ate hereof and shall continue in full force and effect, and be
indirig upon the Debtors, until the Railcar Loan and the
bligations related thereto have been fully paid and performed and
uch payment and performance has been acknowledged in writing by
he Bank, whereupon this Security Agreement shall terminate,
otwithstanding the foregoing, if after receipt of any payment of
11 or any part of such Obligations, the Bank is for any reason
compelled to surrender such payment to any person or entity because
such payment is determined to be void or voidable as a preference,
an impermissible set-off, a diversion of trust funds or for any
<>therjreason, this Security Agreement shall continue in full force
and effect and the Debtors shall be liable to, and shall indemnify
md hold the Bank harmless for, the amount of such payment
surrendered until the Bank shall have been finally and irrevocably
paid in full. The provisions of the foregoing sentence shall be
ind remain effective notwithstanding any contrary action which may
lave been taken by the Bank in reliance upon such payment, and any
contrary action so taken shall be without prejudice to the rights
sf the Bank under this Security Agreement and shall be deemed to
lave been conditioned upon such payment having become final and
Irrevocable.

Section 21. Counterparts.

This Security Agreement may be executed in any number of
ounterparts with the same effect as if the signature's thereto and
Hereto were upon the same instrument.

[Remainder of page intentionally left blank]
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I WITNESS the execution hereof as of the day and year first
above written.

AMERICAN FINANCE GROUP

Title Vic£ President - Finance

U.S. TRUST COMPANY OF CALIFORNIA, N.A.,
in its individual capacity, only as
expressly set forth herein, and otherwise
solely as Owner Trustee under the Trust
Agreement

By:
Title

NATIONAL WESTMINSTER BANK USA,

By:
Title
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! WITNESS the execution hereof as of the day and year first
ibove written.

I AMERICAN FINANCE GROUP

By:.
Title

U.S. TRUST COMPANY OF CALIFORNIA, N.A. ,
in its individual capacity, only as
expressly set forth herein, and otherwise
solely as Owner Trustee under the Trust
Agreement

By:.
Title

AUTHORIZED SIGNATORY

NATIONAL WESTMINSTER BANK USA,

By:.
Title

17



I WITNESS the execution hereof as of the day and year first
above written.

! AMERICAN FINANCE GROUP

By:
Title

U.S. TRUST COMPANY OF CALIFORNIA, N.A.,
in its individual capacity, only as
expressly set forth herein, and otherwise
solely as Owner Trustee under the Trust
Agreement

By:
Title

NATIONAL WESTMINSTER BANK USA,

By:.
Title
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:OMMONWEALTH OF MASSACHUSETTS)

:OUNTY OF SUFFOLK

Ka

lepose and say: that he/she is the Vice President - FinanceOf AMERICAN

^INANCE GROUP, a Massachusetts general partnership desscribed in and

rtiich1 executed the foregoing instrument; and that he/she signed

lis/her name thereto by order of the Executive Committee of said

partnership.

)ss,

On the 19th day of May, 1993, before me personally came

herine S. Delano , to me known, who, being by me duly sworn, did

Notary Public

-- \\7_bV\3
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COUNTY OF NEW YORK )

On the (9 day of May, 1993, before me personally came

LOVA\S \ VQI\»\C , to me known, who, being by me duly sworn, did
-••—' """ -̂ ^ i

iepose and say: that he/she is a AidWizW ĝ r̂y Qf Uig> TRUST

COMPANY OF CALIFORNIA, N.A., a national banking association

described in and which executed the foregoing instrument as Owner

Trustee; and that he/she signed his/her name thereto by order of

the Board of Directors of said corporation.

ALLISON BLUNNIE
Not.ry îc.S^of^ewYork

ur
1.1995

STATE OT NEW YORK )
) ss. :

19



STATE OF NEW YORK )
)

COUNTY OF NEW YORK )
ss. :

day of _, 1993, before me personally
7

_, to me known, who, being by me duly

sworn, did depose and say: that he/she is a /f/f of

NATIONAL WESTMINSTER BANK USA, a national banking association

described in and which executed the foregoing instrument; and that

he/she signed his/her name thereto by order of the Board of

Directors of said corporation.

1̂ ±̂ «v*

ANTHONY J.CANGELOSI
Notary Public, State of New York

No. 01CA0552210
QuelifiiKJ in Kings County

Commission l-xc'ras January 31,1994
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Schedule B to Security Agreement

Location of records for AFG: Exchange Place
Boston, Massachusetts 02109



EXHIBIT A

[CS&M Ref. 7178-002]

TRUST AGREEMENT

Dated as of March 31, 1993

between

AMERICAN FINANCE GROUP

AFG INVESTMENT TRUST C

as Owner Participants

and

U.S. TRUST COMPANY OF
CALIFORNIA, N.A.

as Owner Trustee

Southern Pacific Transportation Company
Rebuilt Diesel Electric Locomotives

[SPTC Trust 93-1]



TRUST AGREEMENT ("Trust Agreement")
dated as of March 31, 1993, between AMERICAN
FINANCE GROUP, a Massachusetts general
partnership ("AFG"), AFG INVESTMENT TRUST C,
a Delaware business trust ("AFGITC") (AFG and
AFGITC collectively, "Owner Participants"),
and U.S. TRUST COMPANY OF CALIFORNIA, N.A., a
national banking association ("Owner Trust-
ee") .

In consideration of the mutual agreements herein
'contained and other good and valuable consideration, receipt
of which is hereby acknowledged, the parties hereto agree as
follows:

ARTICLE I

Definitions

Unless the context shall otherwise require,
capitalized terms used herein and not otherwise defined
herein shall have the meanings assigned thereto in
Appendix A to the Equipment Lease dated as of the date
hereof between the Owner Trustee and Southern Pacific
Transportation Company.

ARTICLE II

Authority To Execute and Perform Various Documents;
Declaration of Trust bv Owner Trustee

SECTION 2.01. Authority To Execute and Perform
Various Documents. Owner Participants hereby authorize and
direct Owner Trustee (i) to execute and deliver the
Agreement to Lease, the Lease, the Lease Supplements and any
other document relating to the Items of Equipment as Owner
Participants may from time to time direct and$to accept any
document, such as a deed or bill of sale, which is not
signed by Owner Trustee, (ii) to execute and deliver all
other documents contemplated by the documents referred to in
clause (i) above, (iii) to take whatever action shall be
required to be taken by Owner Trustee by the teirms of, and
to exercise its rights and perform its duties under, each of
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the documents referred to in clauses (i) and (ii) above
("Documents") as set forth therein and (iv) subject to the
terms of this Agreement, to take such other action in
connection with the foregoing as Owner Participants may from
time to time direct.

SECTION 2.02. Declaration of Trust bv Owner
Trustee. Owner Trustee hereby declares that it will hold
all estate, right, title and interest of Owner Trustee in
and to the Items of Equipment, the documents related to this
transaction and any other property contributed by Owner
Participants, including without limitation all payments of
Rent, insurance proceeds and requisition, indemnity or other
payments of any kind, but specifically excluding any
indemnity amounts paid or payable to Owner Trustee or Owner
Participants and any other amounts paid or payable to any of
them in their individual capacities (collectively, the
"Trust Estate"), upon the trusts set forth herein and for
the use and benefit of Owner Participants.

SECTION 2.03. Beneficial Interests. The
percentage share of funds to be advanced on each Closing
Date pursuant to the Agreement to Lease by each Owner
Participant, respectively, and the undivided Beneficial
Interests ("Beneficial Interests") in this Trust of each
Owner Participant, respectively, shall be as set forth in a
separate letter from the Owner Participants to the Owner
Trustee.

ARTICLE III

Payments

SECTION 3.O1. Payments from Trust Estate Only.
All payments to be made by Owner Trustee under this Agree-
ment shall be made only from the income and proceeds from
the Trust Estate and only to the extent that Owner Trustee
shall have received income or proceeds from the Trust
Estate, except as specifically provided in Section 6.01.
Each Owner Participant agrees that it will look solely to
the income and proceeds from the Trust Estate to the extent
available for payment as herein provided and that, except as
specifically provided in Section 6.01, Owner Trustee shall
not be liable in its individual capacity to Owner Partici-
pants for any amounts payable under this Trust Agreement and
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shall not be subject to any liability in its individual
capacity under this Agreement.

SECTION 3.02. Method of Payment. All amounts
payable to Owner Participants pursuant to this Agreement
shall be paid to it or its nominee in immediately available
funds by credit to an account maintained by Owner Partici-
pants with Owner Trustee or by transfer to a banking
institution with bank wire transfer facilities; for the
account of Owner Participants, as instructed from time to
time by Owner Participants.

ARTICLE IV

Distributions

Subject to the terms and requirements of the
Documents, all payments and amounts received by Owner
Trustee shall be distributed to Owner Participants forthwith
upon receipt, but Owner Trustee may retain so much of such
payment or amount as shall be required to pay or reimburse
it for any unpaid or unreimbursed fees or expenses or other
amounts to which it is entitled hereunder.

ARTICLE V

Duties of Owner Trustee

SECTION 5.01. Notice of Default. In the event
Owner Trustee shall have knowledge of a Default or Event of
Default, Owner Trustee shall give prompt written notice
thereof to Owner Participants and/or Lessee, ass appropriate.
Subject to the terms of Section 5.03, Owner Trustee shall
take or refrain from taking such action, not inconsistent
with the provisions of the Documents, with respect thereto
as Owner Trustee shall be instructed in writing by Owner
Participants. If Owner Trustee shall not have received such
instructions within 20 days after giving notices of such
event to Owner Participants, Owner Trustee, subject to
instructions received pursuant to the preceding sentence and
to the provisions of the Documents, may, but shall be under
no duty to, take or refrain from taking any act.ion with
respect thereto as Owner Trustee shall deem advisable and in
the best interests of Owner Participants. For all purposes
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of this Agreement, in the absence of actual knowledge of an
officer in its corporate trust administration department,
Owner Trustee shall not be deemed to have knowledge of a
Default or Event of Default, unless it receives written
notice thereof from Owner Participants or Lessee.

SECTION 5.02. Action upon Instructions. Subject
to the terms of Sections 5.01 and 5.03, upon the written
instructions of Owner Participants, Owner Trustee will take
or refrain from taking such action or actions, not inconsis-
tent with the provisions of the Documents, as may be
specified in such instructions.

SECTION 5.03. Indemnification. Owner Trustee
shall not be required to take or refrain from taking any
action under this Agreement or any Document (other than the
actions specified in the first sentence of Section 5.01)
unless Owner Trustee shall have been indemnified by Lessee
or, if Owner Trustee reasonably believes such indemnity to
be inadequate, by Owner Participants, in manner and form
satisfactory to Owner Trustee, against any liability, fee,
cost or expense (including legal fees and expenses) which
may be incurred or charged in connection therewith; and if
Owner Participants shall have directed Owner Trustee to take
or refrain from taking any such action, Owner Participants
agree to furnish such indemnity (provided that the written
undertaking of indemnification by AFG ASIT Corporation shall
be satisfactory under this sentence) and to pay the
reasonable compensation of Owner Trustee for the services
performed or to be performed by it pursuant to such direc-
tion. Owner Trustee shall not be required to take any
action under any Document if it shall reasonably determine,
or shall have been advised by counsel, that such action is
likely to result in personal liability or is contrary to the
terms hereof or of any document contemplated hereby to which
Owner Trustee is a party or is otherwise contrary to law.

SECTION 5.04. No Duties Except as Specified in
Agreement or Instructions. Owner Trustee shall not have any
duty or obligation to manage, control, use, make any payment
in respect of, register, record, insure, inspect, sell,
dispose of or otherwise deal with any part of the Trust
Estate, or to otherwise take or refrain from talking any
action under or in connection with any document contemplated
hereby to which Owner Trustee is a party, except as
expressly provided by this Agreement or in written
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instructions received pursuant to Section 5.0]. or 5.02; and
no implied duties or obligations shall be read into this
Agreement against Owner Trustee. Owner Trustee nevertheless
will promptly take all action as may be necessary to
discharge any claims, liens, security interests or other
encumbrances arising by, through or under it in its
individual capacity on any part of the Trust Estate.

SECTION 5.05. No Action Except Unde.r Specified
Documents or Instructions. Owner Trustee will not manage,
control, use, sell, dispose of or otherwise deal with any
part of the Trust Estate except as required by the terms of
the Documents, in accordance with the powers granted to or
the authority conferred upon Owner Trustee pursuant to this
Agreement or in accordance with the express terms hereof or
written instructions received pursuant to Section 5.01 or
5.02.

SECTION 5.06. Absence of Duties. Except in
accordance with written instructions received pursuant to
Section 5.01 or 5.02, and without limiting Section 5.04 or
5.05, Owner Trustee shall not have any duty (i) to file,
record or deposit any document or to maintain any such
filing, recording or deposit or to refile, rerecord or
redeposit any such document, (ii) to obtain, effect or
maintain any insurance on the Items of Equipment, (iii) to
maintain or mark the Items of Equipment, (iv) to pay or
discharge any tax, assessment or other governmental charge
or any claim, lien, security interest or other encumbrance
of any kind owing with respect to or assessed or levied
against any part of the Trust Estate, except as provided in
the last sentence of Section 5.04, (v) to confirm, verify,
investigate or inquire into the failure to receive any
reports or financial statements of Lessee or (vi) to inspect
the Items of Equipment at any time or to ascertain or
inquire as to the performance or observance of any of the
covenants of Lessee or any other Person under any Document
with respect to the Items of Equipment.

ARTICLE VI

Owner Trustee

SECTION 6.01. Acceptance of Trusts cind Duties.
Owner Trustee accepts the trusts hereby created and agrees
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to perform the same but only upon the terms of this Agree-
ment. Owner Trustee shall not be answerable or accountable
under any circumstances in its individual capacity, except
(i) for its own willful misconduct or gross negligence,
(ii) in the case of the inaccuracy of any of its representa-
tions or warranties expressly made in its individual
capacity and contained either in Section 6.03 of this
Agreement or in Section 3.3 of the Agreement to Lease,
(iii) as arising from its failure to perform obligations
expressly undertaken by it in the last sentence of
Section 5.04 of this Agreement or (iv) for taxes, fees or
other charges on, based on or measured by any fees, commis-
sions or compensation received by it for acting as trustee
in connection with any of the transactions contemplated by
the Documents.

SECTION 6.02. Furnishing of Documents. Owner
Trustee will furnish to Owner Participants, promptly upon
receipt thereof, duplicates or copies of all writings
furnished to Owner Trustee under the Documents, unless a
Document requires a copy of the same to be furnished by some
other Person directly to Owner Participants or Owner Trustee
determines that the same has already been furnished to Owner
Participants.

SECTION 6.03. No Representations or Warranties as
to Items of Equipment or Documents. Owner Trustee MAKES
(i) NO REPRESENTATION OR WARRANTY AS TO THE TITLE, VALUE,
CONDITION, DESIGN, OPERATION, MERCHANTABILITY OR FITNESS FOR
USE OF THE UNITS OR ANY OTHER REPRESENTATION OR WARRANTY,
EXPRESS OR IMPLIED, WITH RESPECT TO THE UNITS WHATSOEVER,
except that Owner Trustee represents and warrants to Owner
Participants that it will comply with the last sentence of
Section 5.04, and (ii) no representation or warranty as to
the validity or enforceability of any Document or as to the
correctness of any statement contained in any thereof,
except for representations and warranties made by the Owner
Trustee in its individual capacity in the Agreement to Lease
and except that Owner Trustee represents and warrants to
Owner Participants that this Agreement has been and each of
such other documents which contemplates execution thereof by
Owner Trustee has been or will be executed and delivered by
its officers who are or will be duly authorized to execute
and deliver such document on its behalf.
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I SECTION 6.04. No Segregation of Moneys; No
Interest. Except as otherwise provided herein or in any of
the documents related to this transaction, moneys received
;by Owner Trustee hereunder need not be segregated in any
manner except to the extent required by law and may be
[deposited under such general conditions as may be prescribed
;by law, and Owner Trustee shall not be liable for any
!interest thereon.
i

SECTION 6.05. Reliance; Advice of Counsel. Owner
Trustee shall not incur any liability to anyone in acting
jupon any signature, instrument, notice, resolution, request,
^consent, order, certificate, report, opinion, bond or other
document or paper believed by it to be genuine and believed
by it to be signed by the proper party or parties. Owner
Trustee may accept a certified copy of a resolution of the
board of directors or other governing body of iany corporate
party as conclusive evidence that such resolution has been
duly adopted by such body and that the same is in full force
and effect. As to any fact or matter the manner of
ascertainment of which is not specifically prescribed
herein, Owner Trustee may for all purposes hereof rely on a
certificate of an officer of the relevant Person as to such
!fact or matter, and such certificate shall constitute full
protection to Owner Trustee for any action taken, suffered
or omitted by it in good faith in reliance thereon. In the
administration of the trusts hereunder, Owner Trustee may
execute any of the trusts or powers hereof and perform any
pf its powers and duties hereunder directly or through
agents or attorneys and may consult with counsel, accoun-
tants and other skilled Persons to be selected and employed
by it, and Owner Trustee shall not be liable for anything
done, suffered or omitted in good faith by it in accordance
yith the advice or opinion of any such counsel, accountants
or other skilled Persons and not contrary to this Agreement.
!
: SECTION 6.06. Not Acting in Individual Capacity.
Except as provided in this Article VI, in accepting the
trusts hereby created Owner Trustee acts solely as trustee
hereunder and not in its individual capacity, and all
Persons having any claim against Owner Trustee by reason of
the transactions contemplated by the Documents shall look
only to the Trust Estate (or a part thereof, as the case may
be) for payment or satisfaction thereof.
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• ARTICLE VII

! Indemnification and Payment of Owner Trustee
I -

i SECTION 7.01. Owner Participants To Indemnify
Owner Trustee. Owner Participants shall pay (or reimburse
Owner Trustee for) all reasonable expenses of Owner Trustee
hereunder, including without limitation the reasonable
'compensation, expenses and disbursements of such agents,
representatives, experts and counsel as Owner Trustee may
iemploy in connection with the exercise and performance of
jits rights and duties under the Documents, unless and to the
iextent that Owner Trustee receives payment or reimbursement
from Lessee, whether or not the transactions contemplated
hereby are consummated. Owner Participants agree to assume
jliability for, and to indemnify and hold harmless Owner
Trustee from and against, any and all liabilities,
iobligations, losses, damages, taxes, claims, actions, suits,
costs, expenses and disbursements (including legal fees and
expenses) of any kind and nature whatsoever which may be
'imposed on, incurred by or asserted at any time against
Owner Trustee (whether or not indemnified against by other
,Persons) in any way relating to or arising out of the Trust
;Estate, any of the properties included therein, the
administration of the Trust Estate or any action or inaction
of Owner Trustee hereunder or under the Documents, except
only that Owner Participants shall not be required so to
iindemnify Owner Trustee with respect to any of the matters
described in the last sentence of Section 6.01. The
indemnities contained in this Section 7.01 shall survive the
termination of this Agreement.

I SECTION 7.02. Compensation and Expenses. Owner
*rrustee shall receive as compensation for its services
hereunder such ordinary fees as are fair, reasonable and
customary for the performance of such services and as may
heretofore and from time to time hereafter be agreed upon
between Owner Participants and Owner Trustee. Owner Trustee
shall be entitled to be reimbursed for its reasonable
expenses hereunder and to be compensated reasonably for any
extraordinary services rendered hereunder.
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; ARTICLE VIII

Termination of Agreement
I --- " - -""" -^ - - -•~ir----""-r

• SECTION 8.01. Termination in General. This
Agreement and the trusts created hereby shall terminate and
the Trust Estate shall, subject to Article IV, be
Distributed to Owner Participants, and this Agreement shall
:be of no further force or effect, upon the earlier of
,(i) the sale or other final disposition by Owner Trustee of
jail property constituting part of the Trust Estate and the
final distribution by Owner Trustee of all moneys or other
Iproperty or proceeds constituting part of the Trust Estate
and (ii) 21 years less one day after the death of the last
survivor of all the descendants living on the date of this
Agreement of the present members of the Boards of Directors
;of Owner Trustee and of the present members of the executive
committee of AFG, but if any such right, privilege or option
shall be or become valid under applicable law for a period
subsequent to the 21st anniversary of the death of such last
survivor (or if legislation shall become effective providing
Ifor the validity or permitting the effective grant of any
isuch right, privilege and option for a period in gross
exceeding the period for which such rights, privileges and
options are hereinabove stated to extend and be valid), then
such right, privilege or option shall not terminate as
aforesaid but shall extend to and continue in effect, but
only if such nontermination and extension shall then be
valid under applicable law, until such time as the same
shall, under applicable law, cease to be valid.

I SECTION 8.02. Termination at Option of Owner
Participants. Notwithstanding Section 8.01, this Agreement
and the trusts created hereby shall terminate and the Trust
Estate shall be distributed to Owner Participants, and this
Agreement shall be of no further force and effect, upon the
election of Owner Participants by notice to Owner Trustee,
if such notice shall be accompanied by the written agreement
,(in form and substance satisfactory to Owner Trustee) of
Owner Participants assuming all the obligations; of Owner
Trustee under or contemplated by the Documents or incurred
by it as trustee hereunder and releasing Owner Trustee
therefrom.
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ARTICLE IX

Successor Owner Trustees. Cotrustees
and Separate Owner Trustees

SECTION 9.01. Resignation and Successors. Owner
Trustee may resign at any time without cause by giving at
least 30 days' prior written notice to Owner Participants,
and Owner Participants may at any time remove Owner Trustee
without cause by written notice to Owner Trustee, such
resignation or removal to be effective upon the acceptance
of appointment by a successor owner trustee as hereinafter
provided. In case of the resignation or removal of Owner
Trustee, Owner Participants may appoint a successor by
written instrument. If a successor shall not have been
appointed within 30 days after the giving of such notice,
Owner Trustee or Owner Participants may apply to any court
of competent jurisdiction to appoint a successor to act
until such time, if any, as a successor shall have been
appointed as provided above. Any successor so appointed by
such court shall immediately and without further act be
superseded by any successor appointed as provided above
within one year from the date of the appointment by such
court. Any successor, however appointed, shall execute and
deliver to its predecessor an instrument accepting such
appointment, and thereupon such successor, without further
act, shall become vested with all the estates, properties,
rights, powers, duties and trusts of the predecessor in the
trusts hereunder with like effect as if origimilly named
Owner Trustee herein; but upon the written request of such
successor, such predecessor shall execute and deliver an
instrument transferring to such successor, upon the trusts
herein expressed, all the estates, properties, rights,
powers, duties and trusts of such predecessor, and such
predecessor shall duly assign, transfer, delivesr and pay
over to such successor all moneys or other property then
held by such predecessor upon the trusts herein expressed.
Any successor, however appointed, shall be a bemk or trust
company incorporated and doing business within the United
States of America and having a combined capital and surplus
of at least $50,000,000, if there be such an institution
willing, able and legally qualified to perform the duties of
Owner Trustee hereunder upon reasonable or customary terms.
Any corporation into which Owner Trustee may be merged or
converted or with which it may be consolidated, or any
corporation resulting from any merger, conversion or consol-
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lidation to which Owner Trustee shall be a party, or any
;corporation to which substantially all the corporate trust
business of Owner Trustee may be transferred, shall be Owner
Trustee under this Agreement without further act.

SECTION 9.02. Cotrustees and Separate Owner
|Trustees. Whenever Owner Trustee or Owner Participants shall
|deem it necessary or prudent in order either to conform to
any law of any jurisdiction in which all or any part of the
Trust Estate shall be situated or to make any claim or bring
any suit with respect to the Trust Estate or any Document,
or Owner Trustee or Owner Participants shall be advised by
counsel satisfactory to it that it is so necessary or
prudent, Owner Trustee and Owner Participants shall execute
and deliver an agreement supplemental hereto and all other
instruments and agreements, and shall take all other action,
necessary or proper to constitute one or more Persons (and
Owner Trustee may appoint one or more of their officers)
either as cotrustee or cotrustees jointly with Owner Trustee
of all or any part of the Trust Estate, or as separate
trustee or separate trustees of all or any part of the Trust
Estate, and to vest in such Persons, in such capacity, such
•title to the Trust Estate or any part thereof and such
rights or duties as may be necessary or desirable, all for
such period and under such terms and conditions as are
satisfactory to Owner Trustee and Owner Participants. In
case any cotrustee or separate trustee shall die, become
incapable of acting, resign or be removed, the title to the
Trust Estate and all rights and duties of such cotrustee or
separate trustee shall, so far as permitted by law, vest in
and be exercised by Owner Trustee, without the appointment
of a successor to such cotrustee or separate trustee.

ARTICLE X

Amendments

This Agreement shall be amended at the written
request of Owner Participants, but if in the opinion of
Owner Trustee any amendment adversely affects any right,
duty or liability of, or immunity or indemnity in favor of,
it under this Agreement or any of the documents contemplated
hereby to which it is a party, or would cause or result in
any conflict with or breach of or default under any terms,
conditions or provisions of its charter documents or by-laws
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or any document contemplated hereby to which it is a party,
Owner Trustee may in its sole discretion decline to enter
into such amendment.

ARTICLE XI

Miscellaneous

SECTION 11.01. No Legal Title to Trust Estate in
Owner Participants. Etc. Owner Participants shall not have
legal title to any part of the Trust Estate. No transfer,
by operation of law or otherwise, of any right, title or
interest of Owner Participants in and to the Trust Estate or
hereunder shall operate to terminate this Agreement or the
trusts hereunder or entitle any successor or transferee to
an accounting or to the transfer to it of legal title to any
part of the Trust Estate. Any obligation of Owner Trustee
hereunder or under any Document or other document
contemplated hereby or thereby may be performed by Owner
participants and any such performance shall not be construed
as a revocation of the trusts created hereby. Owner
Participants shall not have any liability for the
performance of this Agreement except as expressly set forth
herein.

SECTION 11.02. Sale of Trust Estate by Owner
Trustee Is Binding. Any sale or other conveyance of the
Trust Estate or any part thereof by Owner Trustee made
pursuant to the terms of this Agreement or any Document
shall bind Owner Participants and shall be effective to
transfer or convey all right, title and interest of Owner
Trustee and Owner Participants in and to the Trust Estate or
such part thereof. No purchaser or other grantee shall be
required to inquire as to the authorization, necessity,
expediency or regularity of such sale or conveyance or as to
the application of any sale or other proceeds with respect
thereto by Owner Trustee.

SECTION 11.03. Limitations on Rights; of Others.
Nothing in this Agreement, whether express or implied, shall
be construed to give to any Person other than Owner Trustee
and Owner Participants any legal or equitable right, remedy
or claim under or in respect of this Agreement, any
covenants, conditions or provisions contained herein or the
Trust Estate.
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i SECTION 11.04. Notices. Unless otherwise ex-
pressly specified or permitted by the terms hereof, all
notices hereunder shall be given as provided in Section 6.2
of the Agreement to Lease.

; SECTION 11.05. Severability. Any provision of
this Agreement which is prohibited or unenforceable in any
jurisdiction shall, as to such jurisdiction, be ineffective
to the extent of such prohibition or unenforceability
without invalidating the remaining provisions hereof, and
any such prohibition or unenforceability in any jurisdiction
shall not invalidate or render unenforceable such provision
in any other jurisdiction.

SECTION 11.06. Separate Counterparts. This
'Agreement may be executed by the parties hereto in separate
counterparts, each of which when so executed and delivered
shall be an original, but all such counterparts shall
together constitute but one and the same instrument.

i
SECTION 11.07. Successors and Assigns. All

covenants and agreements contained herein shall be binding
upon and inure to the benefit of Owner Trustee and their
successors and assigns and Owner Participants and their
successors and assigns, all as herein provided. Any writing
or action by Owner Participants shall bind their successors
and assigns.

SECTION 11.08. Transfer of Interests. An Owner
Participant may assign, convey or otherwise transfer all or
any part of its right, title and interest in and to this
Agreement and the Trust Estate without the consent of the
Owner Trustee. No such assignment, conveyance or transfer
shall violate any provision of law or regulation or create a
relationship which would be in violation thereof. Owner
Trustee shall not be on notice of or otherwise be bound by
any such assignment, conveyance or transfer until it shall
have received an executed counterpart of the instrument of
assignment, conveyance or transfer.

SECTION 11.09. Headings. The headings of the
various Articles and Sections herein are for convenience of
reference only and shall not define or limit any of the
terms or provisions hereof.
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j SECTION 11.10. Governing Law. This Agreement
shall in all respects be governed by and construed in
accordance with the laws of the State of New York, including
all matters of construction, validity and performance.

I IN WITNESS WHEREOF, the parties hereto have caused
this Trust Agreement to be duly executed by thesir respective
Officers as of the day and year first above written.

AMERICAN FINANCE GROUP,

by

Name:
Title:

AFG INVESTMENT TRUST C,

By AFG ASIT Corporation,
Managing Trustee

by

Name:
Title: Authorized

Signatory

U.S. TRUST COMPANY OF
CALIFORNIA, N.A.,

by

Name:
Title: Authorized

Signeitory
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CERTIFICATION

I, LOUIS E. GITOMER, have compared this copy of the original
Security Agreement dated May 20, 1993, and found the copy to be
complete and identical in all respects to the original document.
I declare under penalty of perjury that the foregoing is true and
correct.

Louis E. Gitomer
May 21, 1993


